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HOW TO GET READY FOR QUALITY REVIEW (PART 2)
My article in the April issue of the Practicing CPA 
covered some of the steps firms can take to get ready 
for quality review. Knowing what sort of problems 
you might run into during a review can also be 
helpful. Because the quality review program is new, 
we cannot be certain what the problems might be. 
We do know the types of problems uncovered in the 
peer review program of the division for CPA firms, 
however, and they should serve as indicators of 
likely pitfalls awaiting unprepared firms.
The problems fall into two broad categories. The 
first relates to the elements of quality control other 
than supervision. These include
□ How independence questions were resolved.
□ How compliance with independence require­
ments is monitored.
□ Whether consultation took place when needed 
and whether it was acted upon.
□ Little or no CPE on accounting and auditing 
matters.
Lack of documentation in these areas can some­
times cause serious problems. Not obtaining staff 
independence confirmations, for example, or failing 
to document independence considerations have led 
firms to issue audit or review reports on clients 
where the firm was not independent.
Similarly, substandard financial statements can 
often be traced to a failure to consult in a complex or 
unknown area. And when consultation on an 
accounting or auditing matter is undocumented, 
there is no evidence for you or the reviewer that all 
the important facts were considered in reaching a 
decision. It is, therefore, preferable that you sum­
marize who you called, what you asked, the answers 
received, and the conclusions reached.
Many small practitioners attend a lot of tax and 
management courses but neglect CPE on account­
ing and auditing matters. In these instances, 
reviewers have found that the practitioners have not 
stayed up-to-date on accounting and auditing mat­
ters and, as a result, substandard auditing and 
accounting engagements have been performed and 
improper reports have been issued.
The second category encompasses difficulties 
relating to the supervision of engagements in the 
auditing, reporting, and accounting areas. Auditing 
deficiencies uncovered in the peer review program 
include situations where there have been inade­
quate or nonexistent audit programs and inade­
quate or nonexistent client representation letters. 
People tend to think they don’t need client represen­
tation letters on audit engagement when they have 
been doing business with a client for twenty-five 
years or more. This is not true! You still need them.
Other common problems noted on audits include 
inadequate or nonexistent legal letters, no con­
firmation of cash receivables or debt, and inade­
quate or nonexistent roll-forward procedures per­
formed when inventory is observed or when 
receivables are confirmed at an interim date.
Some of the reporting, accounting, and disclosure 
deficiencies that have been found include reference 
to supplementary data absent from the report, inad­
equate or nonexistent disclosure of related-party 
transactions, inadequate or nonexistent pension 
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Building and Protecting 
Your Client Relationships
Keeping our best clients fully satisfied has always 
been the key to success in our profession. But this is 
a tougher and more complex job today than ever 
before. Clients are more sophisticated buyers of pro­
fessional services, and firms are providing a wider 
array of specialized services to them. In addition, 
competition for business is increasingly intense, 
and your best clients may be constantly promoted 
by other firms looking to capitalize on any shortfalls 
in satisfaction.
It is imperative that professionals do all they can 
to maintain client relationships. One tool that you 
can use to consistently achieve this goal is the client 
satisfaction survey. Often, however, firms either 
don’t use this tool or don’t properly follow through 
to take full advantage of the opportunities to solid­
ify relations with clients.
The myths of client satisfaction surveys
Many firms are skeptical of the value of client satis­
faction surveys. We find that, generally speaking, 
there are four common reasons for refusing to con­
sider using one. Let’s address these one at a time.
1. We know our clients. There is nothing that a 
survey can tell us that we don’t already know.
Certainly, you know your clients. A well-designed 
and executed survey, however, is a good insurance 
policy against disturbing surprises. The reason is 
that clients won't tell you about the “little things” 
that can accumulate and collectively depreciate a 
relationship. Consider a survey conducted by AT&T 
which found that 80 percent of its business custom­
ers fail to voice their complaints. Instead, they keep 
a mental scorecard of the problems until a 
seemingly minor one finally causes them to switch 
providers.
Research has shown that the same is true of 
accounting firms’ clients. Examples of problems 
that a survey can expose are the frustrations 
involved with the constant rotation of staff on an 
account, poor communication, missed deadlines, 
and diminished partner contact. Once you know 
that there are some concerns, you can take steps to 
invigorate the relationship.
You can also catch a frustrated client before it’s 
too late. Many won’t announce they are looking for 
another accounting firm, but simply start looking. 
In several instances, a client relationship has been 
salvaged because a survey disclosed problems, and 
the CPA firm responded immediately to the client’s 
concerns.
2. Our clients are busy, successful people. They 
don’t have time for surveys.
This is correct. Not everybody responds, but prop­
erly designed and executed research can yield an 
exceptional response rate. At Services Rating 
Organization, for example, we consistently achieve 
a 90-percent response rate in client satisfaction sur­
veys largely because we require a reliable listing of 
the clients to be surveyed and let them know we are 
calling on behalf of the sponsoring accounting firm, 
and because we realize that clients do want to par­
ticipate. (Just ask a few of your own clients how they 
would react to such a survey.)
3. People aren’t candid in these surveys. They do 
not tell you what they really think.
In some cases this is true, but a skilled interviewer 
can easily identify such respondents. Quite often, 
we find that clients who are uncomfortable discuss­
ing issues such as fees, personality clashes, and lack 
of communication with their engagement partner, 
are more candid with a third party. For example, in 
one recent study, a client complained that the part­
ner had cheated in a golf game. And in another, a 
client thought the partner had lost interest because 
he simply had not seen him for a while.
4. The survey will not lead anywhere.
The biggest myth of all is that client satisfaction 
surveys generate interesting information and 
nothing else. It is, of course, essential to follow 
through on the results of the survey or clients may 
believe that you are ignoring what they told you 
about potential service enhancements. Some firms 
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make productive and innovative use of the surveys. 
Here are some examples:
□ New client program. One firm cements relations 
with new clients by conducting the client satis­
faction survey in the first year of service. This 
makes the clients feel welcome and important 
to the firm.
After the survey is completed, the engage­
ment partner reviews the responses with each 
client. At these meetings, he asks the client to 
stay with the firm for the upcoming year, and 
for referrals to prospective clients. As a final 
step, the firm publishes the results to use as a 
promotional piece with prospective clients. 
These efforts have resulted in better client 
retention as well as more new clients.
□ Open letter to clients. Another firm uses client 
satisfaction surveys to reinforce its dedication 
and gratitude to clients. An open letter sent to 
clients highlights the positive results of the sur­
vey. One survey also revealed that clients were 
not aware the firm provided some specialty 
services, such as merger and acquisition 
advice, so the firm used the open letter to 
describe these services and introduce key staff.
The firm was also forthright about minor prob­
lems identified in the study—mainly staff rotation 
and inaccessability of partners. The letter high­
lighted the underlying reasons and explained some 
of the steps that would be taken to mitigate these 
issues in the future:
□ Client service training. Once you know what 
leads to client satisfaction, you can teach your 
staff how to systematically achieve it. For 
example, SAGE trains accounting firms on 
ways to achieve client service excellence. In 
these workshops, for instance, we advocate the 
use of two “to do" lists on every client engage­
ment. One list is for the technical project work 
steps, and the other identifies the steps to be 
taken to strengthen your understanding of the 
clients business and to enhance your working 
relationship with key executives.
□ Billing is marketing, too. The billing procedures 
at most firms usually reinforce the cost of the 
service rather than the resulting value received 
by the client. To combat this impression, one 
firm mailed client satisfaction surveys along 
with the annual bills and, in a personal letter 
from the partner, thanked clients for their busi­
ness. These efforts enabled the firm to reinforce 
the fact that clients received highly satisfactory 
service for their investment in fees, and in turn 
gave the clients an outlet for expressing con­
cern over minor problems. Once again, this 
simple procedure resulted in better client 
retention and more referrals to the CPA firm 
than anytime in the past.
Investing in your reputation
Studies show that, on average, a satisfied client will 
tell five peers about the quality of your service, 
while a dissatisfied one will tell fifteen to twenty 
people about his problems. Obviously, your firm's 
reputation and long-term success are critically 
dependent on your ability to proactively and sys­
tematically create satisfied clients. Successful firms 
have demonstrated that a well defined and properly 
executed client satisfaction survey, combined with a 
disciplined follow-up program of client marketing 
and client service training, can produce satisfied 
clients. □
—by Michael Cummings, SAGE, Inc., 120 S. River­
side Plaza, 15th floor, Chicago, Illinois 60606, tel. (312) 
346-8850, and Brian Raftery, Services Rating Organi­
zation, 631 E. Big Beaver, Troy, Michigan 48083, tel. 
(313) 528-3333
Program Set for AICPA Firm 
Administrators Conference
A changing professional environment and 
increasing competitive pressures are causing 
CPA firms to seek ways to improve productiv­
ity and profitability. Many of these methods, 
such as gaining better control of costs, more 
effective administrative procedures, updating 
office equipment, and strengthening the man­
agement of personnel issues, involve the firm 
administrator.
Designed to help administrators in their 
efforts to achieve these goals, this years firm 
administrators conference will focus on 
providing participants with the opportunity to 
network, find solutions to problems, and learn 
new techniques. Topics include developing and 
marketing seminars, controlling your receiv­
ables, maximizing your potential, expanding 
the role of firm administrator, and dealing 
with personnel issues.
The AICPA Firm Administrators Conference 
will be held on November 16-17, at The Pea­
body Orlando, in Orlando, Florida. Registra­
tion fee is $435. Recommended CPE credit is 16 
hours. For easy registration, call today and 
charge it to your Visa or MasterCard: 
1-800-242-7269 (in New York State, call (212) 
575-5696).
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Marketing Director: One Size 
Does Not Fit All Firms
Sharon Hayes marketing director for Daniells, Phil­
lips, Vaughan & Bock, a 53-person CPA firm in 
Bakersfield, California, was hired two-and-a-half 
years ago because of her business administration 
background and strong personnel skills. "My role is 
still somewhat meshed between office administra­
tion and marketing,” she says. "I’m a marketing 
general practitioner who is responsible for the cli­
ent newsletter, public relations, client seminars, 
and building team spirit—I do it all.”
The need to define expectations
Just what a marketing director should do, and what 
to expect from this person, perplexes many firms. 
Who to recruit and what skills to look for, and how 
to recognize good performance and evaluate it fairly 
are troubling questions.
This spring a group of 20 marketing directors 
with CPA firms from around the country grappled 
with the question of expectations at a Practice 
Development Institute (PDI) sponsored roundtable. 
Most of the participants were the first people to hold 
a marketing position with their firms, and many 
said they didn’t have clear, written goals and corre­
sponding evaluation criteria. “The problem,” 
explains Jean Marie Caragher, director of market­
ing for Israeloff, Trattner & Co., a New York CPA 
firm, "is that the marketing of accounting services 
still is so new that we are trying to determine what 
the expectations should be.”
That there is a diversity of opinion on this subject 
was readily apparent at the recent AICPA National 
Marketing Conference where a straw poll of over 300 
practitioners and marketers revealed the following 
wide range of compensation for what many attend­
ees assumed to be the same job. (Forty percent of 
attendees polled earn bonuses or other compensa­
tion in addition to salary.)
Average compensation
Firm size by client fees
$1.5 million $27,200
$1.5 to $4 million $39,500
$4 to $6 million $38,000
Over $6 million $56,000
A similar poll conducted at the PDI roundtable 
produced a range of $27,500 to $60,000 in compen­
sation for non-CPA marketing professionals.
One reason for the wide range in compensation is 
the degree of experience each marketing profes­
sional brings to the position. "I started out as the 
receptionist and became the firm’s marketing coor­
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dinator,” says Carolyn Zink of Bressler & Company 
in Covington, Kentucky. Ms. Zink explains that 
while she does not have a formal degree in market­
ing, the managing director has progressively given 
her additional responsibilities and supports her 
decisions.
In comparison, Johan van’t Hof, a chartered 
accountant and partner at the Toronto-based Cana­
dian firm of Pannell Kerr MacGillivray, became 
marketing director after successfully launching the 
firm's merger and acquisition (M&A) practice. "I 
came from the consulting side of the practice," he 
says, "and the experience helped me establish the 
credibility of our marketing organization.” "This is 
much more difficult when the marketing director is 
not chargeable,” he adds.
In both situtations, the firm’s leaders had a clear 
idea of their firms’ marketing needs and of the skills 
required to achieve their goals. If you are con­
templating selecting a marketing professional, you 
might want to keep in mind some key points empha­
sized in several firms with successful marketing 
progams:
□ Establish clear expectations for your firm’s 
marketing efforts over the next one to three 
years.
□ Describe in detail what you expect the market­
ing professional to achieve and the functions 
for which that person will be responsible.
□ Have the marketing professional report 
directly to the managing partner or a practice 
development partner, but allow the individual 
to operate with autonomy once the goals and 
reporting structure are determined.
□ Communicate. It is essential to communicate 
your marketing objectives, efforts, and results 
to the partners and throughout the organiza­
tion.
Finding the right marketing professional
You will find that once the firm’s near-term market­
ing goals have been defined, you will have created a 
list of the functions to be performed and the skills 
needed by the marketing professional. You can then 
determine what level of education, training, and 
experience is needed to fill the marketing position in 
your firm by referring to the exhibit on page 5 which 
lists typical characteristics for three levels of mar­
keting professionals.
For help in finding a marketing professional, you 
might contact the Association of Accounting Mar­
keting Executives (AAME), 60 Revere Drive, Suite 
500, Northbrook, Illinois 60062, tel. (312) 480-9080; 
the American Marketing Association (AMA), 250 
Wacker Drive, Chicago, Illinois 60606-5819, tel. (312) 
648-0536; Sales and Marketing Executives, Inc.
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EXHIBIT
Typical Characteristics of Three Levels of 
Marketing Professionals
Entry level position: Marketing assistant
Tasks Decision making
Press releases → Directed by partner
Newsletter → Directed by partner
Brochures → Directed by partner
Seminars → Handles 
arrangements
Sales tracking → Implements others’ 
design
Mailing lists → Sets up and maintains
Advertising → Coordinates agency
Previous experience Education
Administrative High school, or
assistant, technical college,
technical specialty or BA
Mid-level position: Marketing coordinator
Tasks Decision Making
Public relations → Initiates, but clears 
through partner
Newsletters, → Designs, gathers input
brochures, from CPAs; review by
presentations partner in selected 
cases
Seminars → Initiates, coordinates
Sales training → May execute or 
coordinate
Research: office → Initiates and works
performance, with firm’s MIS
surveys manager
Database → Initiates and works 
with firm’s MIS 
manager
Advertising  → Creates copy and 
design, and works 





2 to 6 years working in BA, liberal arts or
services industry; experience business
with marketing related fields: administration;
advertising, public relations, 
product management, small 
business marketing
possibly MBA
Advanced level position: Marketing director
Tasks Decision making
Public relations → Designs campaign to 
support strategic 
growth goals
Communications: → Delegates creation of
newsletters, materials; reviews and
brochures, approves; creates
presentations, proposals except for
proposals pricing and staffing
Client services: → Designs seminars and
seminars, surveys; initiates or
surveys, responds to billable
billable hours work
Sales: → Develops and
opening/closing, implements strategy






outside agency, authorization through
focus groups budget; manages 
research and analysis





Advertising → Recommends 
campaign to support 
strategic plan; final 
approval by managing 
partner
Strategic plan → Member of the firm’s 
management team; 
negotiates priorities 





Marketing manager BA or MA in business
for a professional services or communications
firm or diverse roles 
in a large product/ 
services company
field
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(SME), Statler Office Tower, Cleveland, Ohio 44115, 
tel. (216) 771-6650; or local colleges and universities.
There are two notes of caution when recruiting, 
however. If you recruit from one of the specialized 
marketing disciplines, such as advertising or public 
relations, make sure the candidate has the breadth 
of experience to handle all of the tasks you have 
targeted. And if you recruit from a large organiza­
tion, such as a financial services or product com­
pany, make sure the candidate has worked in several 
departments and can operate without a large organ­
ization to share the workload. □
—by Margaret Dalpe, McGladrey & Pullen, Suite 
1000, One Independence Center, Charlotte, North Car­
olina 28246-0001, tel. (704) 333-9003
Editor’s note: Ms. Dalpe is the North Carolina 
regional marketing director for McGladrey & Pullen. 
The firm has an expanded set of marketing director 
interview questions which it has kindly offered to 
make available to readers.
AICPA National Small Firm 
Conference Reminder
The Small Firm Conference—held in Chicago 
last month—will be repeated November 9-10 
at The Pointe at Tapatio Cliffs, Phoenix, Ari­
zona. Participants can attend two general ses­
sions—management techniques for the small 
firm, and leadership, power, and productiv­
ity—and select from concurrent workshops.
These half-day programs offer presentations 
and discussions, and opportunities to tackle 
case studies and practice management ques­
tions on success strategies for the sole practi­
tioner, the selection and evaluation of part­
ners, financial administration, and the skills 
necessary to hire and motivate good staff.
Optional evening sessions include open 
practice management forums and "30-Minute 
MAP"—informal minipresentations on mar­
keting techniques for getting clients, gearing 
up to merge, how firms can use desktop pub­
lishing, getting ready for quality review, pre­
paring a personnel guide for your firm, 
structuring a partner buy-out, time and billing 
software, and whether you need a firm admin­
istrator.
To register, contact the AICPA meetings 
department: (212) 575-6451.
Joining an International Affiliation: 
The Best of All Worlds
Investment funds are flowing into the United States 
at a rapid pace. In addition to the highly publicized, 
large-scale purchases, medium-size foreign com­
panies are establishing subsidiaries in this country 
or are acquiring domestic corporations. These for­
eign companies require tax and financial planning 
services and the degree of attention offered by local 
accounting firms. These days, it isn’t unusual for a 
local firm to have a growing international practice 
and to be interested in obtaining the level of exper­
tise needed to properly service this area.
One way to obtain this expertise is by joining an 
international association of independent account­
ing firms. Both of our firms joined Jeffreys Henry 
International, a Zurich, Switzerland based associa­
tion with member firms in over twenty countries. 
Both firms’ international practices have grown 
along with our reputations in tax and financial plan­
ning among attorneys, bankers, and other profes­
sionals involved in international matters. We have 
also benefited from referrals received from other 
members of Jeffreys Henry International. The 
knowledge necessary to engage in these activities 
was acquired by consulting and working with mem­
bers from other countries.
There is a number of international associations of 
accounting firms, all having specific membership 
requirements and offering a variety of benefits and 
services (see box on page 7). What we like about the 
one we joined is that our firms both retained their 
own identities and continue to practice under their 
own names. This is important because of the efforts 
we have made over the years to develop our reputa­
tions as quality accounting firms.
Jeffreys Henry International is administered by a 
five-member executive committee, which meets 
twice a year for this purpose and to consider new 
association members. There is an annual two-day 
meeting of the general membership, at which 
activities and plans are reviewed, and international 
practice management and technical issues are dis­
cussed. Regional meetings are also held yearly.
Each member firm operates its practice as a sepa­
rate unit, completely independent of other firms. 
The organization does have a requirement, however, 
that, subject to the client's acceptance, all member 
firms must first refer clients to the association mem­
ber in the geographical area in which the client will 
be operating.
Our memberships in this organization have given 
us opportunities to meet and exchange views on 
personnel management, fee collection, ways to gen­
erate new business from international clients, and 
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other areas of practice management and develop­
ment. The clients that we have referred to other 
members have been most satisfied with the quality 
of work performed, and are pleased to know that 
they receive reliable referrals to attorneys, bankers, 
and other professionals.
We are anticipating an increased interest in 
Europe by clients as a result of the economic uni­
fication planned for 1992. Because of our interna­
tional presence, we are ideally positioned to advise 
clients on the effect this could have on their busi­
nesses, and how best they may participate. In addi­
tion, we have the support of quality accounting 
firms in Europe to assist in executing their plans.
In retrospect, we think we have the best of all 
worlds by being members of an international asso­
ciation of independent accounting firms. We retain 
control of our own practices while gaining the 
capacity to expand our international capabilities. 
There are several organizations such as the one to 
which we belong. They offer an avenue that other 
local firms might consider. □
—by Irving Codron, CPA, Braverman, Codron & Co., 
280 South Beverly Drive, Suite 409, Beverly Hills, 
California 90212; and Ronald Nash, CPA, Paneth, 
Haber & Zimmerman, 600 Third Avenue, New York, 
New York 10016
AICPA National Practice Management 
Conference Reminder
MAP East, the final program in this year's 
national practice management conferences, 
will be held October 23-25 at the Waverly 
Hotel, Atlanta, Georgia. The conference fea­
tures presentations, panel responses, small 
group discussions, question-and-answer peri­
ods, and an optional evening discussion ses­
sion.
Topics include: the leadership skills neces­
sary for dynamic management; professional 
management in a CPA firm; managing today's 
staff; conflict management; legal issues in 
managing firm employees; merging your firm 
for growth; improving the quality of work life; 
what has happened to firm profits; quality ser­
vice through financial graphics; matrix man­
agement (who does what in the local firm); and 
how to slice the pie—a look at partners’ com­
pensation.
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Quality Review (continued from page 1)
plan disclosure, inadequate lease or tax disclosures, 
no disclosure of five-year debt maturities as 
required by Statement of Financial Accounting 
Standards no. 47, and improper classification of 
debt according to SFAS no. 78.
Another problem that smaller firms, particularly, 
have had in their peer reviews relates to a failure to 
have adequate documentation in the area of plan­
ning. Often memoranda and other types of docu­
mentation normally present in working papers 
concerning planning considerations are missing. 
Reviewers have also frequently found that working 
papers do not show evidence of being reviewed. 
Other problems have included failure to document 
the application of analytical procedures, audit risk 
and materiality considerations, and considerations 
of audit sampling.
Finally, in the Statements on Standards for 
Accounting and Review Services area, we have 
noted numerous problems with computer-prepared 
compilations such as reports that do not state the 
period covered or that do not reflect the titles on 
financial statements improperly classified short­
term portion of a long-term debt, and accruals that 
are not made on interim compilations and a failure 
to report these in the compilation report.
You can prevent the likelihood that you will make 
the types of deficiencies noted in this article with a 
commitment to quality, proper training of yourself 
and your staff, and by using practice aids and other 
quality control materials developed internally or 
purchased from external sources, such as the 
AICPA. □
—by Dale E. Rafal, CPA, AICPA, New York
Editor’s note: Ms. Rafal is vice president-quality 
review at the Institute.
CPA EXAM 
GRADERS NEEDED
The AICPA’s Examinations Division is seeking CPAs 
and JDs to assist in grading the November 1989 
Uniform CPA Examination.
The grading period begins two to three weeks after 
the exam is given and continues for about six weeks. 
Graders must provide a minimum of three seven­
hour days each week, excluding Sundays.
For additional information and 
an application write to:
AICPA
Examinations Division
1211 Avenue of the Americas 
New York, NY 10036
American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas




American Institute of 
Certified Public Accountants
